tl 


L 


k  b 


STATED— ^,79  CO!  LECTION 


■«  «J 


STATE  OF  MONTANA 
DEPARTMENT  OF  MILITARY  AFFAIRS 
REPORT  ON  AUDIT 
Fiscal  Year  Ended  June  30,  1978 


OFFICE    OF    THE    LEGISLATIVE    AUDITOR 

STATE    OF    MONTANA 
STATE  CAPITOL         •  HELENA 


MONTANA  STATE  LIBRARY 


3  0864  1001  8928  4 


STATE  OF  MONTANA 
DEPARTMENT  OF  MILITARY  AFFAIRS 
REPORT  ON  AUDIT 
Fiscal  Year  Ended  June  30,  1978 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

Montana  State  Library 


http://www.archive.org/details/departmentofmili1978mont 


STATE  OF  MONTANA 


MORRIS  L   BRUSETT 
LEGISLATIVE  AUDITOR 


^ifitt  itt  iht  ^t^hivcii)ixt  ^ubhxtt 


STATE  CAPITOL 

HELENA.  MONTANA  S9601 

406/449-3122 


October  1978 


DEPUTY  LEOIBLATIVE  AUDITORS: 
JOSEPH  J.  CALNAN 

ADMINISTRATION  AND 
PROORAH  AUDITS 

ELLEN  FEAVER 

riNANCIAL-COMPLIANCC  AND 
CONTRACTED  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W.   NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Department 
of  Military  Affairs  for  the  year  ended  June  30,  1978. 

The  audit  was  conducted  by  G.  Dean  Reed,  C.P.A.,  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not  neces- 
sarily the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 

Page 


Review  current  practices  for  charging  National  Guard  Division 
expenditures  to  spending  authority  sources,  and  implement  a 
policy  of  utilizing  non-general  fund  resources  before  general 
fund  appropriations  to  the  optimum  extent. 

The  Department  concurs  and  indicates  procedures  have  been 
adopted  to  comply  with  the  recommendation. 


Initiate  the  procedures  necessary  to  include  a  proportionate 
portion  of  employees'  paid  time  off  in  billings  for  reimburse- 
ment of  personal  services  costs  applicable  to  training  site 
maintenance. 

The  Department  concurs  and  indicates  that  if  the  federal 
service  contracts  permit,  the  subject  costs  will  be  included 
in  reimbursement  claims. 


Close  balances  of  the  National  Guard  Division's  "Accountability 

for  Advances"  accounts.  10 

The  Department  concurs  and  indicates  action  has  been  completed 
to  close  the  balances. 


Require  written  responses  from  unit  commanders  to  reports  citing 

difficulties  in  administering  bank  accounts.  11 

The  Department  concurs  and  indicates  written  responses  to 
exceptions  will  be  obtained. 


Upgrade  equipment  control  procedures  of  the  Disaster  and  Emergency 
Services  Division  to  include  the  current  maintenance  of  complete 
equipment  records  confirmed  by  annual  physical  inventories.  12 

The  Department  concurs  and  indicates  the  recommended  action 
will  be  implemented. 
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October  12,  1978 


Legislative  Audit  Committee 
State  Capitol 
Helena,  Montana 

I  have  examined  the  financial  statements  of  the  various  funds  of  the 
State  Department  of  Military  Affairs  for  the  year  ended  June  30,  1978, 
listed  in  the  foregoing  table  of  contents.   My  examination  was  made 
in  accordance  with  generally  accepted  auditing  standards  and  accordingly 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  I  considered  necessary  in  the  circumstances. 

Most  of  the  department's  record  of  its  general  fixed  assets  is  limited 
to  location,  description,  and  quantity  control  for  accountability  purposes. 
Complete  up-to-date  dollar  value  records  are  not  maintained.   Accordingly, 
a  statement  of  general  fixed  assets,  and  related  balance  sheet  fixed  asset 
and  reserve  accounts,  required  by  generally  accepted  accounting  principles, 
are  not  included  in  this  report. 

In  my  opinion,  the  accompanying  financial  statements  listed  in  the  afore- 
mentioned table  of  contents  present  fairly  the  financial  position  of  such 
funds  of  the  Department  of  Military  Affairs  as  of  June  30,  1978,  and  the 
results  of  operations  of  such  funds  for  the  year  then  ended,  in  conformity 
with  generally  accepted  accounting  principles  applied  on  a  basis  consistent 
with  that  of  the  preceding  year. 
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The  Montana  Constitution  (Article  VI,  Section  13)  provides  that: 

"(1)   The  governor  is  commander-in-chief  of  the  militia  forces 
of  the  state,  except  when  they  are  in  the  actual  service  of  the 
United  States.   He  may  call  out  any  part  or  all  of  the  forces  to 
aid  in  the  execution  of  the  laws,  suppress  insurrection,  repel 
invasion,  or  protect  life  and  property  in  natural  disasters. 

(2)   The  militia  forces  shall  consist  of  all  able-bodied  citizens 
of  the  state  except  those  exempted  by  law." 

A  basic  state  objective  is  to  maintain  the  ability  to  effectively 
react  on  a  timely  basis  to  emergencies  occurring  within  Montana  that  are 
beyond  the  control  of  private  individuals  and  local  governing  bodies.   The 
primary  function  of  the  State  Department  of  Military  Affairs  is  to  maintain 
this  ability  in  a  current  state  of  readiness. 

Although  the  components  of  the  department  have  existed  many  years,  the 
Department  of  Military  Affiars  was  created  in  1971  pursuant  to  the  Executive 
Reorganization  Act  of  1971.   The  department  consists  of  two  basic  functional 
units  -  the  Montana  National  Guard  and  the  Disaster  and  Emergency  Services 
Divisions.   Although  these  units  are  organized  within  the  same  department 
and  are  headquartered  in  the  same  building  in  Helena,  each  has  its  own 
administrative  staff  and  operates  somewhat  independent  of  each  other  under 
the  department  director  -  the  Adjutant  General. 
National  Guard  Division 

The  primary  means  of  meeting  the  state  objective  to  effectively  react 
to  emergencies  within  Montana,  is  through  the  Montana  Army  and  Air  National 
Guard.   These  units  comprise  the  organized  militia  in  Montana  and  consist 
of  individuals  who  are  consistently  trained  and  equipped  for  emergency  action. 

Similar  to  the  State's  objective  of  being  able  to  effectively  react 
to  emergencies  within  Montana,  the  Federal  Government  has  a  like  need  in 
the  event  of  national  emergencies.   To  aid  in  filling  this  need,  the  Montana 
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Army  and  Air  National  Guard  units  must  be  ready  and  available  to  supplement 
l\w.   nctl.ve  military  forros  in  tlmcB  of  national  emergencies.   As  a  result 
of  these  joint  state/federal  needs,  an  exceptionally  close  working  relation- 
ship exists  between  the  Federal  National  Guard  Bureau  and  the  State  National 
Guard  Division  in  terms  of  financing,  facilities,  and  personnel. 

Although  financing  of  the  Montana  Army  and  Air  National  Guard  is  a 
joint  federal/state  undertaking,  the  primary  source  is  federal  as  illustrated 
by  the  following  comparison  of  program  expenditures  for  1977-78: 

Administration    Army  NG      Air  NG       Total 
State  General  Fund  $   143,547*  $   353,919  $    61,936   $   559,402 

Federal  &  Private  Revenue  Fund  -        127,980      178,684      306,664 

Direct  Federal  Expenditures     Z-**     11,235. 672***12. 188, 079***23. 423, 751 

Total  $   143.547   $11.717.571   12.428.699   24.289.817 

*  Includes  some  relatively  minor  expense  applicable  to  disaster  and  emergency 
services  administration. 

**  Does  not  include  central  administration  costs  incurred  outside  Montana 
(e.g.  Washington,  D.C.). 

***  Federal  fiscal  year  October  1,  1977  -  September  30,  1978 
Source:   Montana  USPFO 

The  direct  federal  expenditures  referenced  above  are  not  under  the 
control  of  the  State  nor  are  they  processed  through  the  state  treasury  or 
accounting  system.   Accordingly,  these  expenditures  were  not  included  in  this 
audit  and  are  included  above  for  comparative  purposes  only.   Such  expenditures 
are  subject  to  audit  by  the  U.S.  Army  Audit  Agency,  Air  Force  Auditor  General, 
Defense  Contract  Audit  Agency,  and/or  General  Accounting  Office. 

In  Montana,  as  in  all  other  states,  there  is  a  United  States  Property 
and  Fiscal  Officer  (USPFO)  who  serves  a  dual  role.   He  is  responsible  to  the 
Federal  National  Guard  Bureau  for  the  control  and  proper  use  or  disposition 
of  all  federal  resources  provided  for  National  Guard  operations  in  the  State. 
In  addition,  he  is  under  the  State  Adjutant  General  for  the  purpose  of  co- 
ordination of  resources.   The  USPFO  supervises  the  direct  federal  expenditures 
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listed  above. 

Units  of  the  Montana  Army  National  Guard  occupy  armory  and  maintenance 
type  facilities  at  various  locations  throughout  the  state.   Most  of  the 
armories  were  constructed  in  the  1950's  and  1960's  on  land  deeded  to  the 
State.   Construction  occurred  pursuant  to  what  is  now  U.S.  Codes,  Title  10, 
Sections  2231-2238.   This  act  provided  for  75%  federal  financing  and  for  title 
to  the  buildings  to  pass  to  the  state  25  years  after  their  construction. 
Some  Army  NG  units  occupy  facilities  leased  from  local  government  entities 
or  the  Federal  Government. 

The  Montana  Air  National  Guard's  primary  quarters  are  in  federally 
financed  buildings  on  leased  land  at  the  Great  Falls  International  Airport. 

The  basic  responsibility  for  maintenance  of  the  Montana  National  Guard 
facilities  rests  with  the  State.   However,  the  department  has  entered  into 
annual  agreements  with  the  Federal  National  Guard  Bureau  which  provide  for 
partial  reimbursement  of  the  maintenance  costs.   This  is  in  recognition  of 
the  benefits  to  the  national  readiness  program  derived  from  the  maintenance 
costs.   The  revenue  identified  on  the  accompanying  Exhibit  "C",  page  18,  as 
coming  from  the  Departments  of  the  Army  and  Air  Force  constitutes  such  reim- 
bursements received  during  the  1977-78  fiscal  year. 

During  1977-78,  two  declarations  of  emergencies  were  proclaimed  by  the 
Governor,  as  follows: 

February  1978  -  Blizzard  conditions  in  rural  areas  necessitating 

special  assistance  to  stranded  people  and  transporting  feed  to 
livestock. 

May  1978  -  Flood  conditions  in  eastern  Montana- 
Section  77-2002,  R.C.M.  1947,  provides  that  in  such  events  expenses  are  to 
be  paid  from  the  General  Fund.   Accordingly,  as  shown  by  Exhibit  "D"  on  page  19 
$27,550  was  approved  for  such  use  of  which  $26,327  was  used. 
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Disaster  and  Emergency  Services  Division 

The  unit  was  originally  created  by  the  Montana  Civil  Defense  Act  of 
1951,  and  until  1977  was  known  as  the  Civil  Defense  Division.   The  primary 
function  of  the  division  has  historically  been  the  preparation  for  and 
coordination  of  emergency  functions,  other  than  those  for  which  military 
forces  or  other  federal  agencies  are  primarily  responsible.  A  major  part 
of  the  coordination  effort  is  devoted  to  providing  guidance  and  assistance 
to  local  disaster  and  emergency  services  agencies,  primarily  at  the  county 
level. 

The  Montana  Disaster  Act  of  1977  (Chapter  335  of  1977  Session  Laws), 
changed  the  name  of  the  division  as  indicated  above  to  recognize  its  increased 
responsibility  for  planning  and  action  related  to  all  types  of  disasters  and 
emergencies  as  opposed  to  the  more  limited  role  of  "defense".   The  Act  also 
established  more  precise  definitions,  duties,  and  authority  for  action  in  the 
event  of  disasters  and/or  emergencies  for  the  Governor,  the  division,  and 
other  government  officials  and  organizations. 

Within  a  predetermined  amount  and  with  certain  exceptions,  the  Federal 
Defense  Civil  Preparedness  Agency  (DCPA)  provides  50%  of  the  financing  for 
the  coordination  (personnel  and  administration)  program  at  the  state  and  local 
level.   The  following  summary  shows  the  amount  received  and  the  allocation 
thereof  for  this  purpose  for  1977-78: 

State  Division  $  81,704 

Local  Agencies  223,156 

Total  $  304.860 

Established  procedures  provide  that  DCPA  grant  proceeds  due  to  the  local 
government  entities  are  received  by  the  State  Disaster  and  Emergency  Services 
Division,  deposited  in  the  state  treasury,  and  paid  to  the  applicable  local 
entity  by  means  of  a  state  warrant. 

In  addition  to  these  administrative  cost  grants,  DCPA  also  provides  50% 
financing  for  several  related  projects  at  the  local  government  level.   These 


-5- 


grants  are  for  a  variety  of  cost  reimbursement  purposes  such  as  emergency 

operating  center  construction,  training,  and  support  services.   As  shovm  by 

Exhibit   "C",  $83,970  was  received  from  DCPA  for  disbursement  to  local 

government  entities  for  these  purposes  during  1977-78. 

Two  sub-programs  administered  by  the  division  are  100%  financed  by 

DCPA  grants.   These  programs  and  amounts  received  in  1977-78,  as  shown  on 

Exhibit  "C",  page  18,  are  as  follows: 

Nuclear  Civil  Protection  Planning  $  44,953 

Radiological  Systems  Maintenance  42,855 

Total  $  87.808 

Pursuant  to  the  Federal  Disaster  Relief  Act  of  1974,  the  division  was 
awarded  a  $247,125  grant  by  the  Federal  Disaster  Assistance  Administration 
for  the  development  of  a  natural  disaster  response  plan.   This  undertaking 
is  financed  100%  by  the  federal  grant  which  covers  the  34  month  period 
March  8,  1976  through  January  7,  1979.   As  shown  by  Exhibit  "C",  the  division 
received  $73,365  for  this  project  in  1977-78.   A  separate  audit  report  is 
being  concurrently  issued  with  this  report  covering  this  grant  through 
June  30,  1978. 

Pursuant  to  the  Federal-State  Agreement  for  Emergencies,  the  division 
is  the  coordinating  state  agency  for  federal  financial  assistance  to  local 
government  entities  in  the  event  of  natural  disasters.   Such  assistance  is 
being  provided  by  the  Federal  Disaster  Assistance  Administration  (FDAA)  to 
several  Montana  local  government  entities  (counties,  cities,  and  towns)  as 
a  result  of  floods.   Similar  to  the  grants  from  DCPA  to  local  governments 
described  above,  grant  pajrments  from  FDAA  are  received  by  the  division,  de- 
posited in  the  state  treasury,  and  paid  to  the  applicable  local  government 
entity  by  means  of  a  state  warrant.   During  1977-78,  $381,710  was  so  received, 
deposited,  and  disbursed. 
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APPROPRIATION  EXPENDITURES 

As  discussed  on  page  A  of  this  report  and  as  illustrated  on  Exhibit  "C"  on 
page  18,  the  Department  receives  federal  reimbursements  for  part  of  the  maintenance 
costs  of  the  National  Guard  Division.   These  reimbursements  are  deposited  to  the 
division's  account  in  the  Federal  and  Private  Revenue  Fund  (F&PRF) . 

The  operations  of  the  National  Guard  Division  are  financed  by  appropriations 
from  the  General  Fund  and  the  above  referenced  account  in  the  F&PRF.   Exhibit  "D" 
on  page  19  shows  the  division's  spending  authority,  expenditures,  and  reversions 
for  1977-78.   The  statement  shows  that  all  but  $122  of  the  General  Fund  approp- 
riation for  the  National  Guard  programs  was  expended  whereas  some  substantial 
amounts  reverted  in  the  F&PRF.   (Of  the  $96,126  reversion  for  the  Air  NG  program, 
only  $26,835  was  available  for  general  operations.   The  remaining  spending  authority 
was  restricted  to  the  Air  NG's  fire  prevention  and  containment  program). 

Applicable  sections  of  state  law  indicate  that  the  division  should  be  utiliz- 
ing available  spending  authority  in  the  F&PRF  before  that  in  the  General  Fund, 
as  opposed  to  the  opposite  which  is  the  current  practice.   Section  14  (3)  of  1977 
House  Bill  No.  145,  which  contains  the  division's  appropriations  for  1977-78, 
provides: 

"All  expenditures  of  funds  appropriated  by  this  act  shall  be  made  in 
accordance  with  the  provisions  of  Section  82-109,  R.C.M.  1947,  which 
specifies  that  expenditures  shall  be  applied  against  non-general  fund 
moneys  before  general  fund  moneys." 

Section  82-109,  R.C.M.  1947,  provides: 

"The  department  (of  Administration)  shall  apply  expenditures  against 
non-general  fund  moneys  wherever  possible  before  using  the  general  fund 
appropriations." 

Available  resources  in  the  division's  account  in  the  F&PRF  increased  sub- 
stantially during  the  two  years  ended  June  30,  1977.   This  is  illustrated  by  a 
comparison  of  the  accounts  fund  balance  at  June  30,  1975  (time  of  the  last  audit)  - 
$14,577,  and  the  beginning  of  the  1977-78  fiscal  year  -  $73,371  (Exhibit  "B-1", 
page  17  of  this  report). 
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In  sunnnary.  Exhibit  "B-1"  demonstrates  available  resources  in  the  division's 
F&PRF  account.   Exhibit  "D"  demonstrates  that  a  relatively  large  amount  of  F&PRF 
spending  authority  was  not  used  for  1977-78,  compared  to  the  General  Fund,  and 
the  law  provides  that  the  F&PRF  spending  authority  should  be  used  first.   These 
facts  show  a  need  for  the  Department  to  review  its  current  practices  for  charging 
the  National  Guard  Division's  spending  authority.   In  this  regard,  the  Department 
may  wish  to  review  the  matter  with  the  Office  of  Budget  and  Program  Planning. 
RECOMMENDATION 

I  recommend  that  the  Department  review  its  current  practices  for  charging 
National  Guard  Division  expenditures  to  its  sources  of  spending  authority, 
and  implement  a  policy  of  utilizing  non-general  fund  resources  before 
general  fund  appropriations  to  the  optimum  extent. 
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CO  ST  K  E  I M  lit  IK  S ICM  I':NTS 

One  of  the  items  of  cost  for  which  the  National  Guard  Division  is  reimbursed 
is  the  personal  services  expenses  incurred  in  the  maintenance  of  training  site 
facilities  in  the  Helena  area. 

The  Department  uses  a  work  order  system  for  the  maintenance  personnel  who 
record  their  hours  worked  by  project.   The  current  billings  to  the  Federal  Govern- 
ment for  reimbursement  of  personal  services  costs  related  to  the  subject  facilities 
are  limited  to  salaries  (at  the  employees'  hourly  pay  rate)  and  employee  benefits 
(F.I.C.A. ,  retirement,  health  insurance,  unemployment  insurance,  and  workmen's 
compensation  insurance). 

No  provision  is  made  in  the  current  billing  procedures  to  include  reimburse- 
ment for  the  paid  time  off  of  these  maintenance  employees  (vacation,  sick  time, 
holidays,  etc.).  For  1977-78,  salary  reimbursements  for  maintenance  of  these 
training  sites  amounted  to  $15,198.   Using  a  conservative  rate  of  10%  for  paid 
time  off,  the  State  would  have  been  entitled  to  an  additional  $1,520.   A  more 
equitable  cost  allocation  would  result  if  a  proportionate  portion  of  the  main- 
tenance employees'  paid  time  off  were  included  in  the  reimbursement  for  training 
site  maintenance. 

RECOMMENDATION 

I  recommend  that  the  Department  initiate  the  procedures  necessary  to  include 
a  proportionate  portion  of  employees'  paid  time  off  in  its  billings  for 
reimbursement  of  personal  services  costs  applicable  to  training  site 
maintenance. 

ACCOUNTABILITY  FOR  ADVANCES 

The  National  Guard  Division  has  some  minor  account  balances  in  its  SBAS 
accounts  that  should  be  closed.   The  amounts  are  inconsequential  but  they  clutter 
the  system  and  they  must  be  considered  in  fund  reconciliations. 
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The  SBAS  accounts  show  the  following  accounts  and  balances  In  accounting 
entity  number  6460  for  the  division: 

Accountability  for  Advances  $  (159.17) 

Fund  Balance  159.17 

These  account  balances  should  be  closed.   They  came  about  as  the  result  of  an 

attempt  to  correct  the  recording  of  a  transaction  but  had  the  opposite  effect. 

The  resulting  balances  have  no  substance  and  should  be  closed. 

The  division's  "Accountability  for  Advances"  account  in  the  Federal  and 
Private  Revenue  Fund  has  had  a  50c  balance  since  January  1977.   This  insignificant 
balance  could  be  closed  as  miscellaneous  revenue. 

RECOMMENDATION 

I  recommend  that  the  Department  close  the  balances  of  its  "Accountability 
for  Advances"  accounts. 

INTERNAL  REVIEWS  -  FACILITY  USE  FEES 

As  shown  by  Exhibits  "A"  and  "G"  on  pages  15  and  22,  the  Department  main- 
tains bank  accounts  outside  the  state  treasury.   These  accounts  are  maintained  by 
each  Montana  National  Guard  unit  that  charges  a  fee  to  outside  organizations  for 
use  of  armories  or  other  National  Guard  facilities. 

The  Adjutant  General  has  issued  directives  for  the  administration  of  these 
accounts.   The  regulations  include  provisions  for  an  annual  internal  review  of 
the  accounts. 

Current  procedures  call  for  assigned  individuals  (usually  the  administrative 
assistant  out  of  squadron  headquarters)  to  annually  review  the  balances  and  trans- 
actions of  the  quarterly  allowance  accounts  of  each  National  Guard  unit.   Reports 
are  then  prepared  on  the  propriety  of  expenditures  and  adequacy  of  accounting, 
reporting,  and  other  procedures.   Current  review  procedures  do  not  include 
requirements  for  a  written  response  by  the  unit  commanders  to  these  review 
reports.   A  recommendation  to  implement  this  procedure  was  included  in  the  1975 
audit  report.  Although  fewer  exceptions  to  the  prescribed  guidelines  were  noted 
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for  1977-78  than  for  the  197A-75  audit  year,  the  principle  remains  the  same. 
Requiring  written  responses  of  anticipated  action  on  difficulties  cited  in  the 
reports  should  result  in  improved  administration  of  the  accounts. 

RECOMMENDATION 

I  recommend  that  the  department  require  written  responses  from  unit 

commanders  to  reports  citing  difficulties  In  administering  bank  accounts. 

FIXED  ASSETS 

The  Department  maintains  no  general  ledger  or  other  control  accounts  that 
establish  monetary  control  over  the  fixed  assets  owned  or  controlled  by  the 
Department.   Although  contrary  to  generally  accepted  accounting  principles  and 
lacking  in  control,  this  policy  Is  not  In  conflict  with  central  state  directives. 
The  existing  directive  concerning  state  agency  fixed  asset  accounting  is  Manage- 
ment Memo  70-17.   This  memorandum  provides  limited  guidance  for  fixed  asset 
accounting.  More  definite  guidelines  have  been  In  the  process  of  development 
by  the  State  Department  of  Administration  for  some  time  but  have  not  yet  been 
Implemented.   Pending  such  implementation,  each  state  agency  must  improvise  its 
own  procedures. 

The  Department's  National  Guard  Division  maintains  a  quantity  control  record 
over  its  fixed  assets.   These  records  are  maintained  by  the  division's  Construc- 
tion and  Facilities  Office,  and  include  many  small  equipment  items  not  required 
by  Management  Memo  70-17.   Annual  physical  Inventories  are  taken  and  the  records 
are  adjusted  accordingly. 

In  contrast,  no  central  accounting  is  made  for  the  equipment  of  the  Disaster 
and  Emergency  Services  Division.   Some  of  the  division  equipment  purchased  from 
certain  federal  grants  is  specifically  accounted  for  pursuant  to  grant  require- 
ments.  However,  no  central  accountability  is  established  nor  are  comprehensive 
periodic  physical  inventories  taken  as  called  for  by  Management  Memo  70-17. 

The  above  comments  are  identical  to  those  contained  in  this  auditor's  1975 
audit  report  of  the  Department.   Pursuant  to  a  recommendation  contained  in  that 
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report,  the  Disaster  and  Emergency  Services  Division  did  upgrade  their  equipment 
control  procedures  to  include  the  maintenance  of  equipment  accounting  records 
and  annual  physical  inventories.   However,  the  procedures  were  not  continued 
through  June  30,  1978.  Accordingly,  the  recommendation  is  repeated, 
RECOMMENDATION 

I  recommend  that  the  Department  upgrade  the  equipment  control  procedures 
of  the  Disaster  and  Emergency  Services  Division  to  include  the  current 
maintenance  of  complete  equipment  records  confirmed  by  annual  physical 
inventories. 

PRIOR  AUDIT  RECOMMENDATIONS 

The  last  comprehensive  audit  of  the  Department's  funds  was  for  the  fiscal 
year  ended  June  30,  1975.   The  previous  audit  resulted  in  fourteen  audit  recom- 
mendations.  Those  recommendations  together  with  comments  on  the  status  of  their 
implementation  follow: 

Accounting  System 

1.  Utilize  designated  SBAS  accounts  to  account  for  receipts  and  disbursements 
of  DCPA  grants  received  on  behalf  of  other  entities. 

The  recommendation  was  implemented  and  the  transactions  relating  to  such 

grants  now  appear  in  SBAS  summary  reports. 

Cash  Outside  State  Treasury 

2.  Seek  written  authority  from  the  Department  of  Administration  to  maintain 
bank  accounts  outside  the  state  treasury. 

The  Department  sought  and  obtained  the  subject  authority. 

3.  Request  a  determination  for  authority  to  retain  and  use  facility  use 
fees. 

The  Department  obtained  such  a  determination  from  the  Department  of  Adminis- 
tration in  connection  with  its  authority  to  maintain  the  above  referenced  bank 
accounts. 
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4.  Initiate  the  necessary  procedures  to  establish  accountability  in 
SBAS  for  bank  accounts  outside  the  state  treasury. 

The  Department  requested  and  was  granted  approval  to  establish  revolving 

fund  cash  accounts  for  its  quarterly  allowances  to  units.   Accordingly, 

accountability  for  these  advances  is  now  established  in  SBAS. 

5.  Require  written  responses  from  unit  commanders  to  reports  citing 
difficulties  in  administering  bank  accounts. 

The  recommended  procedure  is  not  in  effect  although  less  difficulties  were 

noted  in  administering  the  accounts  than  during  1975.   The  same  recommendation 

is  made  earlier  in  this  report. 

6.  Expand  reviews  of  facility  use  fee  accounts  to  include  on-site  review 
procedures. 

The  recommended  procedure  is  now  in  use. 

Appropriation  Control 

7.  Initiate  a  transfer  from  the  National  Guard  account  in  the  Federal  and 
Private  Revenue  Fund  to  reimburse  the  General  Fund  for  Army  NG  Program 
costs  incorrectly  charged  to  the  Administration  Program. 

The  recommended  transfer  was  made . 

8.  Charge  costs  to  the  program  to  which  they  are  applicable,  and  seek 
budget  amendments  in  the  event  of  anticipated  insufficient  spending 
authority. 

The  Department's  appropriations  for  1977-78  were  not  made  down  to  the  pro- 
gram level  as  they  were  for  1974-75.   No  instances  were  noted  of  any  department 
expenditures  being  charged  to  the  wrong  appropriation  for  1977-78,  in  the  manner 
that  led  to  the  above  recommendation  for  1974-75. 

9.  The  Department  of  Administration  transfer  the  balance  of  the  Long 
Range  Building  Fund  appropriation  for  security  systems  to  the  A  &  E 
account  in  the  Federal  &  Private  Revenue  Fund. 

10.  The  Department  of  Administration  determine  the  availability  of  the 
additional  amount  due  the  A  &  E  account  and  initiate  the  necessary 
procedures  to  reimburse  the  additional  amount  due. 

The  recommended  transfers  were  made. 

Accounts  Receivable 

11.  The  Department  of  Administration  submit  the  necessary  billing  documents 
to  the  USPFO  to  effect  payment  of  the  amount  acknowledged  by  the 
Federal  National  Guard  Bureau  as  being  due  on  the  Helena  Aviation  Shop 
Addition  capital  project. 
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The  recommended  action  was  taken  and  the  subject  amount  was  collected. 

12.  The  Department  of  Administration  initiate  a  meeting  of  the  pertinent 
personnel  needed  to  reach  a  determination  on  the  amount  due  the  state 

as  final  settlement  on  the  Helena  Aviation  Shop  Addition  capital  project. 

Final  settlement  has  yet  to  be  made  although,  as  indicated  above,  most  of  the 
amount  due  in  1975  has  been  collected.  The  amount  still  in  question  is  $3,481. 
Fixed  Assets 

13.  Expand  accounting  procedures  for  equipment  to  include  that  of  the  Disaster 
and  Emergency  Services  Division. 

Equipment  control  for  the  division  is  discussed  in  an  earlier  section  of  this 

report.   In  summary,  the  recommendation  was  implemented  but  has  not  been  continued. 

14.  Complete  and  maintain  currently  the  land  ownership  record  currently  being 
devised. 

The  recommended  record  has  been  completed. 

CONCLUDING  COMMENTS 

The  comments  and  recommendations  contained  in  this  report  have  been  reviewed 
with  the  Adjutant  General  and  his  administrative  staff.   I  would  like  to  thank  the 
General  and  his  staff  for  their  cooperation  and  assistance  provided  during  the 
audit. 
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EXHIBIT  A 


DEPARTMENT  OF  MILITARY  AFFAIRS 


ASSETS 

Revolving  Fund  Cash 
Cash  in  Bank  Accounts 
Cash  in  State  Treasury 
Unexpended  Appropriations 
Accounts  Receivable 
Total  Assets 


ALL  FUNDS 

BALANCE 

SHEET 

June  30, 

,  1978 

Federal  & 

Federal  & 

Private 

Funds 

Private 

Grant 

Long  Range 

Outside 

General 

Revenue 

Clearance 

Building 

State 

Fund 

Fund 

Fund 

Fund 
$ 

Treasury 

$  4,585 

$ 

$ 

$ 

2,242 


105,742 

16,547   1,064,704 

-     138,343 


8,284 


373,506 


$  21.132  $1.308.789    $  8.284    $373.506   $  2.242 


LIABILITIES,  RESERVES  AND 
FUND  BALANCE 


Accrued  Support  Expenditures   $  16,547  $   25,653 

4,585 


Reserves  for: 

Revolving  Fund  Cash 


Encumbrances 

Deferred  Accounts  Receivable 

Funds  Outside  State  Treasury 
Exhibit  G 

Fund  Balance  -  Exhibit  B 

Total  Liabilities, 
Reserves  and  Fund 
Balance 


138,343 


1,144,793 


5,934 


2,242 


8,284     367,572 


$  21.132  $1.308.789    $  8.284    $373.506   $  2.242 


See  Notes  to  Financial  Statements. 
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EXHIBIT  C 


DICI'ARTMICNT  OP  MILITARY  AFFAIRS 
ALL  TKRASURY  FUNDS 
STATEMENT  OF  REVENUE 
Flacal  Year  Ended  June  30,  1978 


Federal  and 
Private 
Revenue  Fund 


Federal  and 
Privant  Grant 
Clearance 
Fund 


Federal  Reimbursements  and  Grants : 

Department  of  the  Army: 

Maintenance  and  Operation  of  Army 

National  Guard  Facilities  $  134,432 

Department  of  the  Air  Force: 

Maintenance  and  Operation  of  Montana 

Air  National  Guard  Facilities  153,206 

Federal  Disaster  Assistance  Administration: 

Natural  Disaster  Response  Plan  73,365 
Emergency  Disaster  Relief  - 

Defense  Civil  Preparedness  Agency: 

Personnel  and  Administration  81,704 

Nuclear  Civil  Protection  Planning  44,953 

Radiological  Systems  Maintenance  42,855 

Emergency  Operating  Centers,  Training, 

and  Other  Local  Systems  Support  - 

Reimbursements  from  Great  Falls  International 

Airport  for  20%  of  Salaries  and  Benefits  For 

State  Employed  Firemen  at  the  Airport  29,112 

Total  $  559.627 


381,710 


223,156 


83,970 


$  688.836 


See  Notes  to  Financial  Statements 
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EXHIBIT  D 


DRPARTMKNT  OK  MILITARY  AFFAIRS 

ALL  TREASURY  FUNDS 

STATEMENT  OF  SUPPORT  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 

Fiscal  Year  Ended  June  30,  1978 


Legislative     Budget      Total  Reverted 

Appropriations  Amendments  Available  Expenditures  Balance 
(1977  House  Bill 


NoS.  145  and  834) 


GENERAL  FUND 


Administrative  Program 

$ 

154,078 

$ 

- 

$ 

154,078 

$ 

143,547 

$ 

10,531 

Army  National  Guard  Program 

353,921 

- 

353,921 

353,919 

2 

Air  National  Guard  Program 

62,056 

- 

62,056 

61,936 

120 

Disaster  and  Emergency 
Services  Program 

106,143 

- 

106,143 

106,089 

54 

Emergency  Support 

_ 

1 

27,550 
27.550 

i 

27,550 
703.748 

1 

26,327 
691.818 

i= 

1,223 

Total 

1 

676,198 

11.930 

FEDERAL  AND  PRIVATE  REVENUE  FUND 

Army  National  Guard  Program: 

National  Guard  Account     $  146,743 


$  146,743  $  127,980  $  18,763 


Air  National  Guard  Program: 

National  Guard  Account       274,810 


274,810    178,684 


96,126 


Disaster  and  Emergency 

Services  Program: 

Coordination  Account: 

Coordination 

106,142 

Natural  Disaster  Response 

Plan 

84,995 

Training  and  Education 

62,383 

Calibration  Account 

43,308 

Relocation  Account 

55,037 

Total                   J^ 

773.418 

106,142 

106,089 

53 

84,995 

70,297 

14,698 

62,383 

- 

62,383 

43,308 

41,111 

2,197 

55,037 

44,452 

10,585 

$  773.418 

$  568.613 

$  204.805 

See  Notes  to  Financial  Statements. 
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EXHIBIT  F 


DEPARTMENT  OF  MILITARY  AFFAIRS 
FEDERAL  AND  PRIVATE  GRANT  CLEARANCE  FUND 
STATEMENT  OF  CLEARANCE  GRANT  DISBURSEMENTS 
Fiscal  Year  Ended  June  30,  1978 


Defense  Civil  Preparedness  Agency  Grants 
Disbursed  to  Local  Government  and  Other 
Eligible  Recipients  in  Montana: 

Personnel  and  Administration  $223,156 

Emergency  Operating  Centers  29,340 

Training  13,264 

Communications,  Warning,  and  Program  Support  5,061 

Total  $270,821 

Federal  Disaster  Assistance  Administration 

Flood  Relief  Grants  Disbursed  to  Local 

Government  Entities  in  Montana  381,710 

Total  $652.531 


See  Notes  to  Financial  Statements. 
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EXHIBIT  G 

DEPARTMENT  OF  MILITARY  AFFAIRS 
FUNDS  OUTSIDE  STATE  TREASURY 


STATEMENT  OF  CHANGES  IN  RESERVE  ACCOUNT 
Fiscal  Year  Ended  June  30,  1978 


Balance,  July  1,  1977  $  2,473 

Receipts: 

Armory  Use  Fees  Collected  from  User  Organizations  4,749 

Disbursements: 

Expenditures  for  Unit  Operations,  Minor  Equipment, 

and  Facility  Improvements  4,980 

Balance,  June  30,  1978  $  2.242 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

NOTES  TO  FINANCIAL  STATEMENTS 

Fiscal  Year  Ended  June  30,  1978 


Basis  of  Accounting 

1.  Consistent  with  established  fiscal  policy  for  the  State  of  Montana,  the 
statements  are  prepared  on  the  modified  accrual  basis  of  accounting. 

Accrued  Liability  For  Employees'  Earned  Time  Off 

2.  Also  consistent  with  established  fiscal  policy  for  the  State  of  Montana, 
the  accompanying  statements  exclude  the  accrued  liability  for  department 
employees'  earned  time  off  for  vacation  and  sick  leave.   The  related 
expenditures  are  recorded  when  paid. 

Accounts  Receivable 

3.  Accounts  receivable  consist  of  the  following. 

National  Guard  Facility  Maintenance  Reimbursements: 

Department  of  the  Army  $  41,506 

Department  of  the  Air  Force  35,621 

Telephone  Reimbursement : 

Department  of  the  Army  3,190 

Capital  Project  (Helena  Aviation  Shop  Addition) 
Reimbursement : 

Department  of  the  Army  3,481 

Disaster  and  Emergency  Services  Coordination,  Calibration, 
and  Nuclear  Civil  Protection  Planning  Cost  Reimbursement: 

Defense  Civil  Preparedness  Agency  47,321 

Natural  Disaster  Response  Plan  Cost  Reimbursement: 

Federal  Disaster  Assistance  Administration  7 ,224 

Total  $  138.343 
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STATE  ARSENAL  AREA  CODE  406 

Po  BOX  4789  DEPARTMEMT  OF  MILITARY  AFFAIRS  Zl^ll 

STATE  OF  MONTANA 
Office  of  the  adjutant  general 

HELENA.   MONTANA    59601 

NG-AAG  13  October  I978 


Mr.  Morris  L.  Brusett 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59^01 


Dear  Mr.  Brusett: 


I  refer  to  the  report  of  audit  of  the  Department  of  Military  Affairs, 
State  of  Montana,  for  the  fiscal  year  ended  June  30,  1978.  The  audit 
was  conducted  by  Mr.  G.  Dean  Reed,  Certified  Public  Accountant,  Helena, 
Montana . 

Specific  replies  to  the  various  recommendations  are  as  follows: 

Recommendation  -  That  the  Department  review  its  current  practices  for 
charging  National  Guard  Division  expenditures  to  its 
sources  of  spending  authority,  and  implement  a  policy 
of  utilizing  non-general  fund  resources  before  general 
fund  appropriations  to  the  optimum  extent  (page  8). 

The  Department  concurs. 

Procedures  have  been  adopted  to  comply  with  this  recommendation. 

Recommendation  -  That  the  Department  initiate  the  procedures  necessary 
to  include  a  proportionate  portion  of  employees'  paid 
time  off  in  its  billings  for  reimbursement  of  personal 
services  costs  applicable  to  training  site  maintenance 
(page  9). 

The  Department  concurs. 

Legal  research  of  the  provisions  of  the  service  contracts  covering 
reimbursement  to  the  State  from  the  Federal  Government  will  be  immediately 
initiated.  If  charges  may  be  made  for  a  proportionate  share  of  the  costs 
of  vacation,  sick  leave,  holidays  or  other  paid  time  off,  administrative 
procedures  will  be  established  to  include  these  amounts  in  our  claims  for 
reimbursement . 


NG-AAG 

Mr.  Morris  L.  Brusett  13  October  I978 

Recommendation  -  That  the  Department  close  the  balances  of  its 

"Accountability  for  Advances"  accounts  (page  10). 

The  Department  concurs. 

Action  has  been  completed  to  close  the  balances. 

Recommendation  -  That  the  Department  require  written  responses  from  unit 

commanders  to  reports  citing  difficulties  in  administering 
bank  accounts  (page  11) . 

The  Department  concurs. 

Written  responses  will  be  obtained  for  any  exceptions  as  a  result  of 
reviews  for  fiscal  year  1978  and  will  be  required  for  subsequent  years. 

Recommendation  -  That  the  Department  upgrade  the  equipment  control 
procedures  of  the  Disaster  and  Emergency  Services 
Division  to  include  the  current  maintenance  of  complete 
equipment  records  confirmed  by  annual  physical 
inventories  (page  12). 

The  Department  concurs. 

Equipment  accounting  records  will  be  brought  up  to  date  and  maintained 
and  annual  physical  inventories  will  be  conducted.  These  procedures 
had  been  relaxed  awaiting  Department  of  Administration  property 
accounting  directives. 

Mr.  Reed  conducted  this  audit  in  a  very  thorough  and  professional  manner 
without  disrupting  the  normal  operations  of  the  Department.  We  feel 
that  his  comments  were  given  in  a  constructive  manner  and  with  the 
intention  of  assisting  in  our  operations.  It  was  a  pleasure  to  work  with 
him. 

Sincerely, 


)HN  J 
m,   MT/N( 
The  Ai 
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